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Project context, objective and vision
 Between 2010-2014, 75% of large E&P projects exceeded budget by 50% on average, and 50% of projects exceeded schedule by almost 40%.
 The CPC initiative seeks to drive a structural reduction in upstream project costs with a focus on industry-wide, non-competitive collaboration and standardisation.
 The vision for the industry is to standardise specifications for procurement for equipment and packages, facilitating improved standardisation of major projects across the globe.
 Context Objective Vision
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Value potential
 Preliminary estimates indicate…
 These estimates will be further assessed with vendors and companies during the proof-of-concept consolidation in early 2017.
 • Improved safety.
 • Potential cost reductions of 10-20% ofCAPEX spending on equipment.
 • Up to 40% schedule compression forstandardised asset classes.
 • Improved equipment quality and reliabilityhence lower lifecycle costs.
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JIP33 phase 1 – proving the conceptStatus as of January 2017
 100%
 Piping material
 LV switchgear
 Ball valves
 Subsea xmas trees
 JIP33 members planning to implement
 0%
 Phase 1 specifications
 Achievements
 Completed proof-of-concept by producing 4 standardised specifications for procurement.
 Documented learnings from proof-of-concept phase.
 Developed guidance document on supporting cultural change.
 Established Engineering Leadership Summit (ELS) to drive second phase.
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JIP33 phase 1 equipment specifications for procurement
 IOGP S-562 is based on API 6D 24th edition Specification for pipeline and piping valves.
 IOGP S-561 is based on API Spec 17D subsea wellheads and XT requirements.
 IOGP S-560 is based on the IEC 61439 low-voltage switchgear and controlgearassemblies .
 IOGP S-563 is based on NORSOK M-630 datasheets.
 Specifications have been reviewed by suppliers:
 Ball valves Subsea xmas trees
 Low voltage switchgear Piping material

Page 7
                        

High level feedback on the Capital Project Complexity (chaired by Ben van Beurden, CEO Shell) from CEOs at the WEF meeting in Davos
 • Business case is sound and not in question. • Less focus on ‘technical excellence’ and more focus on ‘risk mitigation’ from
 the subject matter experts in the creation of these specifications –create the ‘minimum specification’.
 • Standardisation will drive more value than just CAPEX. However, the more we focus on cost the quicker we will get to the right place.
 • The engineering leadership summit must steer the way forward to focus the right effort.
 • Next steps: Consolidate JIP33 proof-of-concept and increase the scale of the scope and visibility of the effort.
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JIP33 phase 2 - way forward Status as of March 2017
 JIP33 phase 2 plan comprises of five workstreams:1. Adopt specifications across the industry.
 2. Implement standardisation KPIs for individual
 companies and industry as a whole.
 3. Improve the ball valve and subsea xmas trees
 specifications if deemed necessary.
 4. Embed the culture change and work the
 communications plan.
 5. Agree and create further procurement specifications.
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Cultural ChangeSupporting activities (examples)• Communicate the value of
 standardization• Explain the case for change from an
 engineering perspective• Align SMEs with industry priorities
 Clearly communicate the industry vision and business case for change to foster understanding
 • Replace company specifications with new standardized specs• Ensure company policies support use of standardized specs• Follow “no deviation” policy• Identify single point of accountability for each spec
 Embed standardized technical specifications for procurement within their organisation through formal mechanisms
 • Define a standardization strategy with supporting resources• Empower SMEs to make decisions on behalf of companies• Develop timeline for implementation in future projects• Develop long-term governance model for updates and
 modifications
 Provide the necessary capacity and capabilityto further drive standardization
 Role model standardization by supporting industry collaboration efforts
 • Collaborate with peers across the industry• Encourage and reward engagement with
 the supplier market• Celebrate successes of standardization in
 your organization
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1
 Slide 0 – Industry context.
 Good afternoon.
 I’m Gordon Ballard, Executive Director the International Association of Oil & Gas Producers –
 better known as IOGP – the global upstream industry body.
 The Association I represent has done a lot since we were with you in Davos last year. You’re
 going to hear from Ian about how we have been driving standardisation since then.
 But first, a bit of context, beginning with a reminder of the scale of the problem that’s motivated our
 work on standardising procurement.
 A recent McKinsey & Company study found that project costs in our industry have escalated by afactor of 2-3 compared to 15 years ago. The study shows that the cost of a North Sea floatingfacility designed in 2013 would have been 45 percent higher compared to a similar facility 15 yearsago, once cost inflation is counted for. However, an additional 72 percent of cost escalation canalso be seen – an increase that is directly related to inefficient practices.
 That’s a shocking figure.
 The World Economic Forum and IOGP have joined together seeking to stop these unsustainablepractices that have led to this escalation.
 IOGP’s membership – which includes most of your companies – produces around 40 percent ofthe world’s oil and gas. The Association’s framework consists of 14 standing committees devotedto developing and sharing good practices to achieve improvements throughout our industry.
 Today we’re focusing on work that involves our Standards Committee and what it’s doing to drive
 international standardisation.
 In 2013 we did our own survey about referenced standards. It found over 8,000 of these, from over180 organisations, were referenced in operating companies’ specifications. For example, just for
 subsea Christmas trees, there were thousands of options for components.
 All agree this is mad.
 Can we really continue like this in a world of lower oil prices?
 Clearly not.
 Slide 1 – Industry context.
 Which is why, as an innovative industry, we’re looking to standardisation to bring costs down – justas other industries have done.
 Last year, with World Economic Forum encouragement, IOGP facilitated the creation of a JointIndustry Project – J.I.P. 33 – to help remedy the situation. It is administered by IOGP, chaired byIan Cummins, and now has 17 participating members. It’s become one of our most talked-aboutinitiatives among upstream operators and in the media, who see it as a key driver of change withinour industry.
 Notes from 2017 World Economic Forum (Davos)
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2
 Our vision for the industry is to standardise specifications for procurement for equipment and packages, facilitating improved standardisation of major projects across the globe. The IOGP Joint Industry project has started off with the standardisation of equipment. To tell you what we’ve
 already done and what we plan to do, I’ll hand you over to Ian…
 Slide 2 – Value potential
 Thank you Gordon. As Gordon mentioned on the last slide, we must start with standardising equipment. This forms the building blocks that make up the packages and the modules - which come together to form an entire project. And the value potential is significant.
 Firstly, standardised equipment will support safety. Industry-level standardisation allows engineers and operators to become more familiar with designs over time. In addition, standardised specifications will also create a new global platform for learning - where lessons can be fed directly back into future projects.
 Secondly, re-writing equipment specifications on each project costs millions of dollars, and also typically leads to projects that are not engineered for value. Standardised specifications will minimise preferential engineering and could lead to capex savings of approximately 10-20% on equipment, potentially saving billions of dollars.
 Furthermore, using standardised equipment at scale globally, offers the potential for cheaper equipment costs.
 Thirdly, suppliers will also benefit from standardised equipment specifications. They will be able to deliver more efficiently given the time saved through simpler bid processes. And they will also have increased standardisation in production lines, testing and documentation. As an example, we have shown that the bid evaluation period for major rotating equipment can be reduced from in excess of twelve months to less than six months.
 Finally, in procurement and fabrication, the removal of unnecessary requirements, inconsistencies and preferential engineering offers the opportunity for improved supplier equipment quality - which we know leads to fewer fabrication defects, reduced risk, improved schedule and greater capital efficiency. Fundamentally, improved quality helps projects start-up on time and stay up, which typically leads to higher operations efficiency and therefore, increased operating cash.
 Slide 3 – JIP 33
 For us to take advantage of these benefits, we first needed to prove the concept of industry-level standardisation. And in order to do so, JIP 33 was initiated to develop standardised equipment specifications for procurement of four components – ball valves, subsea xmas trees, low voltage switchgear and piping materials.
 For the creation of the specifications, we established four teams of subject matter experts from the operators, and also engaged KBR, to provide project management and independent technical expertise.
 Our standardised equipment specifications have been written in a way that can be submitted directly to the suppliers - and they comprise of technical, documentation and quality requirements.
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3
 It is important that we have not just focussed on the technical requirements, as the documentation that operators ask for, has grown significantly over the past decade, and typically differs from project to project and from operator to operator. And it’s a similar story on quality - we have seen the same equipment from different projects being tested at a supplier’s facility, with different
 inspection and test requirements.
 For the creation of these specifications, there are two key points I would like to emphasise:
 First, the subject matter experts were tasked with justifying the safety or business value where proposed requirements went above proven industry practice.
 And second, we asked a number of suppliers for feedback on these specifications and to really challenge what we were asking for. To challenge where we had gone beyond good industry practice and where they felt our requirements were not adding to the safety, integrity or performance of the equipment.
 Slide 4 – Achievements
 So how did we do? We have proved the concept of industry collaboration by completing the four standardised equipment specifications, which are now published on the IOGP website.
 Although producing these was challenging, that was the easy part.
 These specifications will only drive standardisation and the associated value if they are implemented and used across the industry in their current form. If operators modify these we will not be driving standardisation and we will be back to square one.
 To successfully embed these specifications across our industry we need to implement a cultural change strategy. A task force was established to outline how we should do this, and they developed guidance to help drive the necessary cultural change.
 Once the specifications were published, we asked each member of the JIP steering committee ‘will you adopt these specifications within your company’. And as you can see, the response has been positive.
 A few operators believe that we can drive further value in the valve and subsea specifications. And we will look into this over the next few months, and if necessary we will, with consensus, remove further requirements.
 We have learned a great deal in this first phase, and to improve the efficiency of the process for future phases, we established a task force to gather and document the learnings from this pilot.
 One key achievement that has resulted, is that we have recently established an engineering leadership summit. This brings together the heads of engineering from operators on a quarterly basis to lead and drive a collaborative engineering agenda across our industry. The first of these meetings was held in December and in future meetings, we will continue to align on industry standards and standardisation. And we will also identify and sponsor other non-competitive activities that will add value.
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4
 Slide 5 – Next steps and long term vision
 So moving forward, we must embed these specifications across the industry to drive standardisation. It will take time for companies and suppliers to embed them in order to deliver the capex and schedule savings at scale. The quality and reliability improvements will also be realised in time.
 We will implement key performance indicators to monitor progress.
 As I mentioned earlier, we must implement the necessary cultural change through our leaders to help embed the specifications. The guidance document on this will be communicated to leaders in the near future.
 In the next few months, we want to further understand the value that the specifications will generate, to consolidate the proof of concept, based on further supplier and company feedback.
 And in the second quarter of this year, we plan to gradually scale up the effort, to up to 10 specifications per year. And we will use the learnings from phase 1, to improve the efficiency of the process.
 Beyond phase 2, the engineering leadership summit will determine the way forward based on past successes and the value realised.s
 Slide 6 – Requests for CEO support
 I want to thank you for your continued commitment in driving industry standardisation over the past year. And looking ahead, we need your support in the following areas.
 Firstly, to provide the necessary resources and support for the next three years to progress phase 2.
 Secondly, please continue to support your heads of engineering in their participation at the engineering leadership summit. They will help shape the way forward for phase 2 and beyond - and progress other non-competitive collaborative efforts.
 Thirdly, please help drive the implementation of the specifications by ensuring alignment between the heads of engineering and the projects.
 Finally, as I have mentioned a few times, standardisation is more of a cultural challenge than a technical challenge. Your support in helping to shift mind-sets and behaviours through communications about JIP33 efforts is crucial to our success.
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For more information please contact:
 www.iogp.org
 Registered OfficeCity Tower40 Basinghall Street14th FloorLondon EC2V 5DEUnited KingdomT +44 (0)20 3763 9700F +44 (0)20 3763 [email protected]
 Brussels OfficeBd du Souverain,1654th FloorB-1160 BrusselsBelgiumT +32 (0)2 566 9150F +32 (0)2 566 9159
 Houston Office10777 Westheimer RoadSuite 1100Houston, Texas 77042United StatesT +1 (713) 470 0315
 Ian Cummins, [email protected]
 Alf Reidar Johansen, [email protected]
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